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LAND USE RESEARCH
FOUNDATION OF HAWAII
700 BishopStreet,Ste.1928
Honolulu, Hawaii 96813 r1~i C-.

Phone521-4717

Fax536-01:32

July 6, 2005

TheHonorableDonovanDelaCruz, Chair,andMembers
City Council
City andCountyofHonolulu
Honolulu,Hawaii 96813 BY FACSIMILE: 527-6910

RE: BILL 46 RELATING TO AFFORDABLE HOUSING CONDITIONS IN UNILATERAL
AGREEMENTS

I amDeanUchida,ExecutiveDirectoroftheLandUseResearchFoundationofHawaii,testifying in
supportofBill 46, whichwill extendOrdinance99-51, asamendedby Ordinance01-33,from August5,
2005,to June30,2005. Thisaffordablehousingmeasurehasbeena successfor bothhousing
consumersandthehomebuildercommunity,andweurgeyourfavorableconsideration.

In Julyof1999 this CouncilpassedBill 50 whichwasenactedasOrdinanceNo. 99-51. Thisordinance
requiresdevelopersto continueto provideaffordablypricedhousingpursuantto theconditionsofthe
unilateralagreementsattachedto theirzoningapprovals.However,theordinancesuspends(1) income
andotherrestrictionsonbuyersofaffordablehousingunits,and(2) variousrestrictionson transferof
these,unitssuchasbuybackandsharedappreciationprovisions. As set forth in thefindingsof
Ordinance99-51,theserestrictionsandcontrolsactuallywerehavinganegativeeffect on the
constructionofnewresidentialhousingonOahu,bothaffordableandmarketrate. Essentiallythefree
marketfor newowner-occupanthousingin Honoluluwassocloseto the“affordable”price-controlled,
income-controlledresidentialmarketthatbuyersdid notwantto buy therestrictedunits. It is typical in
unilateralagreementsto requireamix of affordableandmarketunits. Thusthis inability ofdevelopers
to sell affordableunitsresultedin theconstructionoffewer overallhousingunits on accountofthese
phasingrequirements.

As setforth in “A Reporton theImplementationofOrdinanceNo.99-51” by theDepartmentof
PlanningandPermitting(DPP),Ordinance99-51achievedits objectives.Developersbuilt a substantial
amountofaffordablypricedhousingsincetheordinancetook effect,and“this ordinancehasnot
hinderedlow andmoderateincomefamilies from participatingasbuyersin today’shousingmarket.”
Major homebuilderssuchasCastle& Cooke,Gentry,Haseko,andSchulerall submittedhousingdatato
theconfirming thevalidity oftheapproachtakenin Ordinance99-51. Accordingly,Ordinance0 1-33
wasenactedon July 2, 2001,to extendOrdinance99-51 for anotherfouryears. This time period
allowedfortheplanning,subdivision,sitedevelopment,building, marketing,andsalesofadditional
residentialhousingprojects.
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In responseto Ordinances99-51and01-33andarequestfrom theDPP,weassistedSMS Consultingin
thepreparationofa“Market Studyin Responseto Ordinance01-33, City andCountyofHonolulu.”
[copiesoftheFinalReportweredistributedto the Councilyesterday].Thepurposeofthe studywasto
assesswhetherornot to continuetheexistingmoratoriumon affordablehousingunilateralagreement
conditionsfor residentialdevelopmentson Oahu.

Thestudyprovidessomebasicinformationon thehistoricalhousingmarketon Oahuanddiscussesprior
attemptsbypolicy makersto addressaneedfor affordablehousingon Oahu.

Onthesurface,thedataappearto supportDPP’sassertion,in its February28, 2005,“Reporton
AffordableUnits andBuyersunderOrd. 0 1-33,” thatwhenthebuyerqualificationrestrictionswere
suspended,salesof affordableunitsweremadeto familieswho wouldnot havequalifiedwith the
restrictionsin place. However,wedisagreewith theDPPrecommendationthatthemoratoriumbe lifted
andthatbuyereligibility qualificationprovisionsbereinstitutedon affordableunits. Thecurrent
shortageofaffordablehousingonOahuis asymptomofalargerproblem,namelythelackofhousingin
generalfor all segmentsofthemarket.

Fromapublicpolicy perspective,the SMS/LURFreportprovides’policy makerswithmoreinsightto
whatis actuallyhappeningin themarket,andmoreimportantly,whatinfluencesthemarket. Interest
rates,income,andconstructioncostsall haveanimpacton thehousingmarket. Thestudyfoundthat
affordablypricedhomesup to 10 yearsagoaregenerallypricedin theaffordablerangetoday. Thus,
unlessthesellerofthehomehasincreasedincomeorbuyingpower(dueto lower interestrates),the
sellerwould enduppurchasinganewer,affordablehousetoday,all thingsbeingequal. However,this
maynot holdtrueif supplyis restrictedandbuyersareleftwith limited choices.

Oneofthemajor factorscontributingto theaffordablehousingcrisis inHawaii todayis ourlanduse
entitlementsystem. Providingmoresupplyofhousingin all segmentsofthehousingmarketis oneway
to addressthe affordablehousingcrisis. As morehomesaremadeavailable,existinghomeownersmay
moveup to larger,moreexpensivehomesandfreeup existinginventories. Without adequatesupplyof
productatall segmentsofthehousingmarket,competitionanddemandfor a limited supplywill drive
up prices.

TheCouncil will bewiseto considertheinformationprovidedin ouraffordablehousingmarketstudy
and, perhaps,takeabroaderperspectiveofthehousingmarketin its attemptto providemoreaffordable
housing. Ratherthanfocusingoncontinuationofexistingaffordablehousingconditionsand
restrictions,webelievethattheCity andCountyofHonolulushouldconsiderdevelopinglesscostly
designstandardsfor affordableorworkerhousing,andwaysto shortentheentitlementprocessto open
up morelandsfor all segmentsofthehousingmarket.

We supportBill No. 46 andareavailableto workwith theCouncil andAdministrationin comingup
with an affordablehousingpolicy thatworks for theresidentsofOahu.

Thankyou for thisopportunityto expressourviews.


